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Introduction

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

The Morningstar Active/Passive Barometer is a report that measures the performance of active funds against passive peers in their respective Morningstar Categories.

The Active/Passive Barometer uses unique ways to measure active managers' success:

• It evaluates active funds against a composite of actual passive funds—not versus a costless index. In this way, the benchmark reflects the actual, net-of-fee performance of the passive funds 
available to investors. 

• It assesses active funds based on their beginning-of-period category classification to better simulate the funds an investor would have chosen at the time.
• It considers how the average unit of currency invested in various types of active funds has fared versus the average unit of currency in passive funds.

Morningstar publishes the Active/Passive Barometer across regions. This report is the South African edition of the Active/Passive Barometer, and reviews the results for qualifying South African 
categories and selected Global categories, with insights from other regional Morningstar publications. 

All told, the Active/Passive Barometer is a useful tool that can help investors calibrate the odds of succeeding with active funds in different areas based on recent trends and longer-term history.

We include historical active funds' success rates in our analysis. This provides valuable insights into how active managers have navigated market events in the past and how this affected their short- 
and long-term performance.
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Key Takeaways – Equity Categories

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

• The year 2025 was a veritable year of two halves. The first half saw equity markets shaken by the uncertainty created by the tariff-based trade policy of the Trump administration, only to rebound 
in the second half, aided by the signing of several trade agreements. The one thing that prevailed throughout was the perception that having too much exposure to US assets was no longer 
desirable, not least considering the weakening of the US dollar. Indeed, the US Dollar Index fell by 9.4% in 2025, and its downward trend spilt over into the beginning of 2026. The fund flows picture 
for 2025 told the story of a rebalancing of portfolios away from US equity, mainly onto European and emerging-markets equity markets and with investors showing a clear preference for passive 
options.

• The South African equity market delivered strong returns in 2025, but those returns were heavily concentrated. A handful of gold and platinum miners accounted for the bulk of the calendar year’s 
return, and their outsized performance saw them grow to represent an increasingly larger component of local market indices. Against this backdrop of narrow market leadership, active managers 
struggled to keep pace with passive strategies tracking market indices. The one-year success rate for active managers in the South Africa equity category fell sharply to 10.1% at the end of 2025, 
marking a steep decline from the 84.2% success rate seen a year earlier. Over the past decade, the success rate is now a disappointing 12.9% for the category.

• The US equity market rebounded in the second half of 2025. However, the weaker US dollar continued to weigh on sentiment, and 2025 ended with US stocks underperforming non-US stocks for 
the first time in several years. Concentration remained a hot topic even though the impact of the Magnificent Seven (Alphabet, Amazon.com, Apple, Meta Platforms, Microsoft, Nvidia, and Tesla) on 
the performance of the US stock market was more muted than in previous years. The environment provided more fertile ground for active global equity managers, where the one-year success rate 
for active managers in the global large-cap blend category was 37.8% at the end of 2025, up from 14.4% a year earlier. Over 10 years, the success rate in this category is routinely one of the lowest. 
It stood at 3.7% at the end of 2025. 

• Emerging-markets equities found support on the weaker US dollar, but their performance was also aided by the good run of key technology companies in markets like Korea and Taiwan. Sentiment 
was aided by the easing of tensions between China and the US on the issue of tariffs, although Chinese equities lost ground in the last quarter of 2025 on weak domestic data. The one-year 
success rate for active managers in the global emerging-markets equity category was 49.6%, up from 30% in June and 32.8% at the close of 2024.  Over the 10-year period, the success rate stood 
at 19.6%, underscoring that this is an area where active managers typically have more levers to pull relative to developed equity markets. 

• The South African listed property sector delivered a strong showing in 2025, and this strength was reflected in active managers’ results. The one-year success rate for active South African property 
managers was 48.0% in 2025, an improvement from the 34.7% success rate of 2024. Over the 10-year period active managers have fared even better, where the success rate of 62.8% indicates that 
a majority of managers have added value relative to passive counterparts. This level of success compares favourably with the results of active managers in the global listed property category, 
where the ten-year success rate of 19.4% indicates a more challenging environment for active managers abroad.
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Key Takeaways – Fixed Income Categories

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

• In bond markets, despite falling interest rates, long-dated bond yields stayed elevated in most regions due to concerns about heavy fiscal burdens. Dynamics at the shorter end of the maturity 
spectrum were driven by monetary policy moves, leading in most cases to steeper yield curves. Corporate bond spreads remained tight overall, reflecting strong demand and solid fundamentals. 
But there was a preference for quality as measured in terms of credit ratings, both in the investment-grade and high-yield segments. All this created the conditions for active managers to add 
value via duration management and sector calls. 

• The South African bond market delivered its strongest calendar year performance since 1999, as a broad-based decline in yields supported exceptional returns in 2025. Improved expectations for 
fiscal consolidation, the lowering of the inflation target to 3%, and a supportive global environment all contributed to a meaningful rally across the yield curve. Active managers in the South 
African diversified bond category were again competitive in this backdrop. The one-year success rate for 2025 was 57.6%, broadly in line with the 56.9% recorded the year before. Longer term 
results are similarly favourable, where active managers have generally demonstrated an ability to add value in a category where duration positioning and credit selection can play a meaningful 
role in driving outcomes. 

• Duration management has been a key avenue for active managers of government bond strategies to add value in the past year. One-year success rates are high overall, irrespective of 
geographical focus. In the global government-bond category it stood at 64.8%, which was higher than it was a year earlier. At the close of 2025, the 10-year success rate in the global government-
bond category stood at 50.0%.

• Active managers in the global corporate bond space had a more muted 2025 relative to the success they had enjoyed in recent years. The one-year success rate in the global corporate bond 
category came in at 20.0%, marking a material drop from the 62.2% success rate it enjoyed a year earlier. In any case, credit remains an area where active managers have more levers to pull 
relative to a standard index-tracking approach. Calls on duration, sector, or even individual companies can make a difference. Success rates in these categories tend to decrease over time due to 
the impact of higher fees compared with passive peers. At the close of 2025, the 10-year success rate in the global corporate bond category stood at 20.0%. 

• Irrespective of asset class, the likelihood of a fund's survival is linked closely to its success rate. The primary reason most active funds falter is their short life span, often attributed to subpar 
performance. This typically stems from a combination of poor security selection and the compounded impact of higher fees compared with cheaper passive alternatives. And in fact, our analysis 
shows that active funds in the cheaper quintiles have higher odds of succeeding in the long run.   
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Key Figures 
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Active South African Managers’ Outcomes

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Exhibit 1. Active South Africa Equity Managers’ 2025 
Year-End Outcomes (%)

Exhibit 2. Active ZAR Diversified Bond Managers’ 
2025 Year-End Outcomes (%)

Exhibit 3. Active Property – Indirect South Africa 
Managers’ 2025 Year-End Outcomes (%)
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Active Managers’ Historical Success Rates by Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 4. Active South African Funds’ Success Rate by Category (%) Exhibit 5. Active Global Funds’ Success Rate by Category (%)
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South African Categories 
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South Africa Equity Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 6. Rolling Success Rates for Surviving Active Funds (%) Exhibit 7. Survivorship, Performance, and Active Success Rate Data

Exhibit 8. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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ZAR Diversified Bond Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 9. Rolling Success Rates for Surviving Active Funds (%) Exhibit 10. Survivorship, Performance, and Active Success Rate Data

Exhibit 11. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds



12

Property – Indirect South Africa Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 12. Rolling Success Rates for Surviving Active Funds (%) Exhibit 13. Survivorship, Performance, and Active Success Rate Data

Exhibit 14. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Global Categories 
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Global Large-Cap Blend Equity Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 15. Rolling Success Rates for Surviving Active Funds (%) Exhibit 16. Survivorship, Performance, and Active Success Rate Data

Exhibit 17. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Global Large-Cap Value Equity Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 18. Rolling Success Rates for Surviving Active Funds (%) Exhibit 19. Survivorship, Performance, and Active Success Rate Data

Exhibit 20. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Global Emerging Markets Equity Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 21. Rolling Success Rates for Surviving Active Funds (%) Exhibit 22. Survivorship, Performance, and Active Success Rate Data

Exhibit 23. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Global Diversified Bond Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 24. Rolling Success Rates for Surviving Active Funds (%) Exhibit 25. Survivorship, Performance, and Active Success Rate Data

Exhibit 26. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Global Government Bond Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 27. Rolling Success Rates for Surviving Active Funds (%) Exhibit 28. Survivorship, Performance, and Active Success Rate Data

Exhibit 29. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Global Corporate Bond Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 30. Rolling Success Rates for Surviving Active Funds (%) Exhibit 31. Survivorship, Performance, and Active Success Rate Data

Exhibit 32. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Property – Indirect Global Category

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Source: Morningstar Direct. Data as of 31 December 2025.

Exhibit 33. Rolling Success Rates for Surviving Active Funds (%) Exhibit 34. Survivorship, Performance, and Active Success Rate Data

Exhibit 35. Distribution of 10-Year Annual Excess Returns for Surviving Active Funds
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Methodology
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Methodology

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Data Source
Morningstar's EAA open-end and ETFs database. 

Sample
All ETFs and open-end mutual funds in each Morningstar Category that exist at the beginning of the relevant periods (including funds that did not survive to the end of the period) define the eligible 
universe. To be included, the fund's inception date must precede the start of the period, and the obsolete date cannot predate the start of the period. The fund must also have available return data either 
for the entire period or up until its obsolescence. In addition, each fund must have available size data in the month prior to the start of the sample period (the beginning of the trailing one-, three-, five-, 
and 10-year periods) to facilitate asset weighting. The study is conducted monthly; however, some funds only report size data quarterly. When monthly size data is unavailable, the size from the 
previous calendar quarter-end is used as a proxy. We do not consider currency-hedged share classes in the study.

Aggregation From the Share Class to the Fund Level
To derive a single return figure for funds (identified by FundId) that have multiple share classes (identified by SecId), we compute the asset-weighted average of all share-class returns. If size data is 
unavailable for certain share classes, we first compute an equal-weighted return for those classes. Then, we incorporate available fund size data to aggregate returns at the fund level. For example, 
suppose a fund has a total size of 100 rands, with Class A accounting for 60 rands, while size data for Classes B and C is missing. If the return for Class A is 0.10, for Class B is 0.11, and for Class C is 
0.12, the aggregated fund return is calculated as: [60 * 0.10 + (100 - 60) * (0.11 + 0.12) / 2]/100 = 0.106. Before aggregation, all returns and asset sizes are converted to rands.
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Methodology

MORNINGSTAR’S SOUTH AFRICAN ACTIVE/PASSIVE BAROMETER

Passive Composite: Asset-Weighted Returns
The passive composite return series represents the returns of an asset-weighted, buy-and-hold portfolio comprising all passive funds within the category at the start of the sample period. Weighting is 
based on fund assets as recorded in the end of the month preceding the sample period. If a fund becomes obsolete during the sample period, its assets are redistributed among the remaining funds 
according to their initial weights. The passive composite return is calculated only when at least three passive funds have valid data at the start of the sample period.

Survivorship
To calculate survivorship, we divide the number of distinct funds that started and ended up the period in question by the total number of funds at the onset of the period in question (the beginning of 
the trailing one-, three-, five-, and 10-year periods).

Success Rate
The success rate at the category level represents the percentage of funds that began the sample period within a given Morningstar Category and went on to both survive and outperform the passive 
composite return for that category over the period. This approach differs from the convention of using a single representative index to gauge success. The magnitude of outperformance is not 
considered—a fund that marginally exceeds the benchmark is treated the same as one that significantly outperforms. Notably, any fund that closes during the event study window is automatically 
classified as “underperformed ” regardless of whether its cumulative return was higher than the passive composite  



Risk Warnings

This commentary does not constitute investment, legal, tax or other advice and is supplied for 
information purposes only. This report is for informational purposes only, should not be the sole 
piece of information used in making an investment decision, and has no regard to the specific 
investment objectives, financial situation, or particular needs of any specific recipient. This 
publication is intended to provide information to assist investors in making their own investment 
decisions, not to provide investment advice to any specific investor. Therefore, investments 
discussed and recommendations made herein may not be suitable for all investors; recipients 
must exercise their own independent judgment as to the suitability of such investments and 
recommendations in the light of their own investment objectives, experience, taxation status, and 
financial position. Past performance is not a guide to future returns. The value of investments 
may go down as well as up and an investor may not get back the amount invested. Reference to 
any specific security is not a recommendation to buy or sell that security. Please note that 
investments in securities are subject to market and other risks, and there is no assurance or 
guarantee that the intended investment objectives will be achieved . The commentary is not likely 
to occur. The information, data, analyses, and opinions presented herein are provided as of the 
date written and are subject to change without notice. Every effort has been made to ensure the 
accuracy of the information provided, but Morningstar Investment Management South Africa 
(Pty) Ltd makes no warranty, express or implied regarding such information. The information 
presented herein will be deemed to be superseded by any subsequent versions of this 
commentary. Except as otherwise required by law, Morningstar Investment Management South 
Africa (Pty) Ltd shall not be responsible for any trading decisions, damages or losses resulting 
from, or related to, the information, data, analyses or opinions or their use.

This document may contain certain forward-looking statements  We use words such as “expects”  
“anticipates”  “believes”  “estimates”  “forecasts”  and similar expressions to identify forward-
looking statements. Such forward-looking statements involve known and unknown risks, 
uncertainties and other factors which may cause the actual results to differ materially and/or 
substantially from any future results, performance or achievements expressed or implied by 
those projected in the forward-looking statements for any reason.

Morningstar Investment Management South Africa Disclosure

The Morningstar Investment Management group comprises Morningstar Inc ’s registered entities 
worldwide, including South Africa. Morningstar Investment Management South Africa (Pty) Ltd is 
an authorised financial services provider (FSP 45679) regulated by the Financial Sector Conduct 
Authority and is the entity providing the advisory/discretionary management services. 

+ t: (0)21 201 4645 + e: SAManagedPortfolios@morningstar.com  + 5th Floor, 20 Vineyard Road, 
Claremont, 7708.

mailto:%3cSAManagedPortfolios@morningstar.com
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